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from this source should be wholly or partly provincialized,
as it is drawn entirely from one Province.

The objections to such a course are:

(i) The revenue derived from this source amounts to
over Its. 4I crores1 (on the basis of figures for 1929-30)
and cannot be forgone by the Federal Government,
which even under the present allocation of resources would
be dependent on contributions from the constituent units
for balancing its budget.

(ii) Jute is an absolute Indian monopoly. The tax falls
upon the foreign consumer and not on the home producer
and there is, therefore, no theoretical justification for
assigning a share of the proceeds of the duty to any
individual Province. Export duties, though generally
recognized as a pernicious form of taxation, are justified
even by economists in cases where the duty is imposed on
a real monopoly.

(iii) If the proceeds of a duty are shared with another
Government, the consent of that Government must be
obtained before effect can be given to any reduction or
abolition of duty. The Federal Government, if it shared
the receipts with the Government of Bengal, would find it
difficult to adapt the duty on jute to the changing require-
ments of the jute trade, should such a step be found neces-
sary to protect the Indian product against substitutes that
might be found for jute.

(iv) If the principle of sharing an export duty were once
accepted, it would not be long before Provinces claimed on
principle a share in the import duties.

Opium. Opium was at one time a monopoly of the
Government of India and was an important source of
revenue.  An export duty was levied on opium and was

1 Owing to severe depression in the jute industry, the amount realized
in 1931-2 was Rs. 3 crores only.